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For residential facilities that are to be extended to one discrete geographic area
and require a CIAC, the Company may establish one Area Extension Program
(“AEP”) on an experimental basis to recover these costs plus interest at a rate
equal to the Company’s cost of capital. The AEP amount will be billed to
customers served by the extension providing that the CIAC can reasonably be
expected to be collected over an amortization period not to exceed ten years.

1.

The AEP, which shall be stated on a per Ccf basis, shall apply with
respect to all natural gas sold or transported to Company customers
located within the applicable discrete geographic area during the
amortization period.

The AEP rate will be calculated by dividing (1) the amount of additional
revenue required in excess of the Company’s applicable tariff rates,
including any taxes calculated on gross revenue, by (2) the volume of gas
reasonably forecast to be sold or transported to customers within the
applicable discrete geographic area during the amortization period. The
additional revenue required is the amount determined necessary to
recover the excess cost of the facilities, including the Company’s allowed
cost of capital as determined in accordance with the Company’s internal
rate of return model on file with the Public Service Commission.

AEP amounts collected shall be used specifically to amortize the cost of
the project facilities within the applicable discrete geographic area
requiring a CIAC. If the AEP collected is sufficient before the expiration of
the amortization period to fully amortize the excess costs, including the
provision for the accumulated cost of capital, the AEP for said discrete
geographic area shall terminate immediately, and the Company shall
promptly credit the affected customers for amounts over collected, if any.
The Company will absorb any under recovery in existence at the end of
the amortization period.

The Company shall have the right to reassess the amount of revenue
available to recover the unamortized excess cost of the facilities on an
ongoing basis and recalculate the AEP rate as needed, provided however,
to the extent that any change in the AEP rate is required, the Company
shall only have the right to change the rate once during the amortization
period, subject to the maximum rate limitations set forth above.

The initial AEP rate computation and any further change to the established
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rate will be submitted to the Public Service Commission for review and
approval prior to the effective date of the surcharge. The AEP rate will
then appear on Rate Schedule “AEP” in the Company’s tariff. The
Experimental Area Extension Program will be evaluated by the
Commission at the expiration of 18 months after the filing of the one trial
AEP application.



